Auditor’s  report 

Dr  Pixley  Ka  Isaka  Seme  Local  Municipality 

30  June  2016 


Report  of  the  auditor-general  to  the  Mpumalanga 
Provincial  Legislature  and  the  council  on  the 
Dr  Pixley  Ka  Isaka  Seme  Local  Municipality 


Report  on  the  financial  statements 


Introduction 


I  have  audited  the  financial  statements  of  the  Dr  Pixley  Ka  isaka  Seme  Local 
Municipality  set  out  on  pages  ...  to  ....  which  comprise  the  statement  of  financial 
position  as  at  30  June  2016,  the  statement  of  financial  performance,  statement  of 
changes  in  net  assets,  cash  flow  statement  and  statement  of  comparison  of  budaet 
formation  with  actual  information  for  the  year  then  ended,  as  well  as  the  notes  9 

informaT9  3  SUmmary  °f  s'9nificant  accounting  policies  and  other  explanatory  ’ 


Accounting  officer’s  responsibility  for  the  financial  statements 


2. 


LlS  r  9  t'Cer  'S  resP°nsible  for  the  Preparation  and  fair  presentation  of  these 
financia  statements  in  accordance  with  the  South  African  Standards  of  Generally 

Recognised  Accounting  Practice  (SA  Standards  of  GRAP)  and  the  requirements  of  the 

Urn  8"06, ^anagement  Act  of  s°uth  Africa,  2003  (Act  No.  56  of  2003)  (MFMA) 
and  the  Division  of  Revenue  Act  of  South  Africa,  2015  (Act  No.  1  of  2015)  (DoRA)  and 

or  such  internal  control  as  the  accounting  officer  determines  is  necessary  to  enable  the 
Z7otZ°or eTor  **  ,W  ^  ^  --tatement  wSeKer 


Auditor-general’s  responsibility 


3. 


5. 


m^PlnHbililjS  t0  eXprfSS  an  °pini0n  on  these  financ,al  statements  based  on  my 
audit.  I  conducted  my  audit  in  accordance  with  the  International  Standards  on  Auditing 
hose  standards  require  that  I  comply  with  ethical  requirements,  and  plan  and  perform 

the  audit  to  obtain  reasonable  assurance  about  whether  the  financial  statements  are 
free  from  material  misstatement.  sraiements  are 

An  audit  invoives  performing  procedures  to  obtain  audit  evidence  about  the  amounts 
and  disclosures  in  the  financial  statements.  The  procedures  selected  depend  on  the 
auditor  s  judgement,  including  the  assessment  of  the  risks  of  material  misstatement  of 
the  financial  statements,  whether  due  to  fraud  or  error.  In  making  those  risk 
assessments,  the  auditor  considers  internal  control  relevant  to  the  municipality’s 
preparation  and  fair  presentation  of  the  financial  statements  in  order  to  design  audit 
procedures  that  are  appropriate  in  the  circumstances,  but  not  for  the  purpose  of 
expressing  an  opinion  on  the  effectiveness  of  the  municipality’s  internal  control.  An  audit 
also  includes  evaluating  the  appropriateness  of  accounting  policies  used  and  the 
reasonableness  of  accounting  estimates  made  by  management,  as  well  as  evaluating 
the  overall  presentation  of  the  financial  statements. 

I  believe  that  the  audit  evidence 
a  basis  for  my  audit  opinion. 


have  obtained  is  sufficient  and  appropriate  to  provide 


Opinion 


6. 


In  my  opinion,  the  financial  statements  present  fairly  in  all  material  rPcn0^ 

standards  of  GRAP  and  the  requirements  of  the  MFMA  and  DoRA. 


Emphasis  of  matters 

7  !ndarrsalt6nti°n '°  *he  be'°W'  My  °pinion  is  no1  ™»cf respect  of  these 


Restatement  of  corresponding  figures 


8. 


for  C°rreSPOndi"9 

ended, ?ojlinnt2200165in  ^  fi"anC,al  Statements  of  the  ^unicipalityatand  for9  thTyeaT 


Material  losses 


9. 


thS  financial  statements,  material  losses  were  incurred  as  a 
result  of  electricity  distribution  losses  of  28%  (2014-15-  44%t  of  the  tntai  oi^  t  ■  -4 


Material  impairments 


10. 


Additional  matter 

11.:  draw  attention  to  the  matter  below.  My  opinion  is  not  modified  in  respect  of  this  matter. 


Unaudited  disclosure  notes 

12.  In  terms  of  section  125(2)(e)  of  the  MFMA,  the  municipality  is  required  to  disclose 
particulars  of  non-compliance  with  the  MFMA.  This  disclosure  requirement  did  not  form 
thereon  fi"ancial  statements  and-  accordingly,  I  do  not  express  an  opin^n 


Report  on  other  legal  and  regulatory  requirements 

13'  InndCthonanCe  'f'thtthe  PubliC  Audit  Act  of  South  Africa.  2004  (Act  No.  25  of  2004)  (PAA) 
on  the  re^  "T  ^  *}  ^  there°f’  1  have  a  responsibility  to  report Sin^ 
kev  oerfnrma  performance  information  against  predetermined  objectives  for  selected 
key  performance  areas  presented  in  the  annual  performance  report  compliance  with 
legislation  and  internal  control.  I  performed  tests  to  identify  reportable  findinqs  as 
described  under  each  subheading  but  not  to  gather  evidence  to  express  assurance  nn 
ese  matters.  Accordingly,  I  do  not  express  an  opinion  or  conclusion  on  these  matters. 

Predetermined  objectives 

1 4‘  LPnn^edrfPr°CedUreS !°  °btain  evidence  about  the  usefulness  and  reliability  of  the 
reported  performance  information  for  the  following  selected  key  performance  area 

Kn^Oie!16  performance  reP°rt  of  the  municipality  for  the  year  ended 
“  KeV  performance  area  2:  basic  services  on  pages  to 

1 5'  the  US6fUlf!S  °f  1he  reported  Performance  information  to  determine 

whether  it  was  presented  in  accordance  with  the  National  Treasury’s  annual  reportina 
principles  and  whether  the  reported  performance  was  consistent  with  the  planned  kev 
performance  area.  I  further  performed  tests  to  determine  whether  MiStaS andtraets 
hv  theWStdef'?T  ’  venfia,bl!;  specific>  measurable,  time  bound  and  relevant  as  required 
fnyforma^ion7FaMPP0SUry  S  FrameWOrk  f°r  Managin9  Programme  Performance 

16,  perf—  information  to  wheth-  « 

17.  The  material  finding  in  respect  of  the  selected  key  performance  area  is  as  follows: 

Basic  services 

Reliability  of  reported  performance  information 

18'  In?/r^rfPI  requiresaudite+es  t0  have  appropriate  systems  to  collect,  collate,  verify  and 
store  performance  information  to  ensure  reliable  reporting  of  actual  achievements 
against  planned  objectives,  indicators  and  targets.  For  important  indicators  the  reported 
achievements  against  planned  targets  were  not  reliable  because  I  was  unable  to  obtain 
sufficient  appropriate  audit  evidence  for  these  targets.  In  addition,  the  reported 

achievements  against  planned  targets  for  important  indicators  were  not  reliable  when 
compared  to  the  evidence  provided. 


Additional  matter 

19.  I  draw  attention  to  the  following  matter: 


Achievement  of  planned  targets 


20.  Refer  to  the  annual  performance  report  on  nanpQ  tn  .  r 

considh'eVHem^ht  °f  thS  p,anned  targets  for  the  Vear-  This  information  should  I™31'™  00 

nsidored  in  the  context  of  the  material  finding  on  the  reliability  of  the  reported 
performance  information  in  paragraph  1 8  of  this  report.  P 


Compliance  with  legislnfinn 


21  !Pe|rf°T?e<?  pro,cedures  t0  obtain  evidence  that  the  municipality  had  complied  with 
apP''C.ab,e  'e9|s|ation  regarding  financial  matters,  financial  management  and  other 
eated  matters.  My  material  findings  on  compliance  with  specific  matters  in  kev 
teg, s, at, on,  as  set  ou,  in  the  genera,  notice  issued  in  termsof  the  are  as  follows: 

Procurement  and  contract  management 

22.  Thresholds  for  local  content  on  designated  sectors’  procurement  were  not  Droneriv 
applied  in  accordance  with  the  requirements  of  preferential  procurement  regulation  9. 

23.  The  performance  of  contractors  or  providers  was  not  monitored  on  a  monthly  basis  as 

required  by  section  1 16(2)(b)  of  the  MFMA.  montniy  oasis,  as 


Expenditure  management 

24'  section  65^XfO  oHheMFm^  "0t  a'WaVS  Pa'd  Wi,hl"  30  days'  as  "S"**  hr 
25'  sRectionn62bO,(de)' ’of  SFMf6"  PreVen'  eXpendilUr* as  * 


Internal  control 


26. 


I  considered  internal  control  relevant  to  my  audit  of  the  financial  statements  annual 
performance  report  and  compliance  with  legislation.  The  matters  reported  be  tow  am 
imited  to  the  significant  internal  control  deficiencies  that  resulted  in  the  findinqs  on  the 

rmpo^ “  reP°rt  and  ^  findin9S  °n  COmpNanCe  With  Iegii?ation1no^ded Tn 


Leadership 

27.  Oversight  responsibility  was  not  exercised  regarding  financial 
reporting  and  compliance  as  well  as  related  internal  controls. 


and  performance 


Financial  and  performance  management 

28.  Management  did  not  prepare  regular,  accurate  and  complete  performance  reports  that 
were  supported  and  evidenced  by  reliable  information.  P  *  that 


Mbombela 
30  November  2016 


AUU-ITOR-GENEftAL 
SOUTH  AFRICA 


Auditing  to  build  public  confidence 


